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Succeeding With Farm Loans 


ANKS vary widely among themselves with respect to their 
B desire to haudle short-term farm loans and also with re- 
spect to their success in obtaining such loans. At a time like 
the present when private borrowing is showing signs of re- 
viving and when banks in general are hungry for loans, 
many banks that have heretofore been uninterested in farm 
loans may now be desirous of expanding this class of business. 

Success in obtaining and servicing farm loans depends 
upon a multitude of highly variable factors. From the com- 
posite experience of a number of banks in the Sixth District 
that have been successful with farm loans, it is possible to 
state some principles and practices that have contributed to 
such success: 

1. To obtain a desirable volume of farm loan business, the 
lending bank must establish its net effective interest rates on 
a competitive basis. A farm borrower is a purchaser of some- 
thing that the bank has to sell, and the bank sells credit and 
services. Like any sensible buyer, a farmer will get his credit, 
other things being equal, from the agency offering it to him 


on the cheapest terms. In other words, loans will tend to be 


placed on a basis of the cost of money used. 

At present, the chief source of short-term farm credit, 
apart from private banks, is the Production Credit Associa- 
tions set up with governmental assistance in 1933. Computa- 
tions of the cost of money on a per annum basis from 11 
of these associations scattered throughout the Sixth District 
show that on 90-day loans of all sizes up to and including 
$500 a bank having a 6 per cent net effective rate of interest 
can undersell the PCA in each of these PCA territories. On 
180-day loans, such a bank can undersell the PCA on loans 
up to in 10 PCA territories; on loans up to $1,000 in 
nine territories; on loans up to $2,500 in two territories; and 
on loans up to $5,000 in one territory. In no case, on loans 
of this maturity, can the PCA undersell a bank charging 6 
per cent by more than 6/10 of 1 per cent. On loans having 
a maturity of a year, such a bank can undersell the PCA on 
$250 loans in four PCA territories, and on $500 loans in two 
territories. On all larger loans the PCA has the cost ad- 
vantage, but never by more than 9/10 of 1 per cent. 

This analysis would seem to indicate 
that banks that can keep their net effective 
interest rates down to 6 per cent have a 
cost advantage over their chief competitors, 
the PCA’s, on the great majority of short- 
term farm loans. Even when the compet- 
ing agency has the cost advantage, the 
advantage is rarely if ever sufficient by 
itself to sway the placing of the loan if 
the bank is determined to have it. 

2. To be successful in obtaining farm 
loans, the lending bank must educate the . 


farmer as to where his real financial advantage lies. The 
possession of a cost advantage over competitors is not enough 
in itself to ensure success in this enterprise; the fact must 
be made known to potential farm borrowers. Unless potential 
farm borrowers know that the overall cost of money is 
cheaper from the banks than from the PCA, when this 
happens to be true, they will most likely compare in their 
minds the 414 per cent PCA rate with the 6 per cent bank 
rate and come to the plausible conclusion that the PCA is 
the cheaper source of credit. 

Bankers who have been most successful in getting farm 
loans make it a point to keep in close contact with potential 
farm borrowers, calling upon them at their farms in some 
cases and pointing out to them the advantages of dealing 
with the bank. Newspaper advertising has also been used in 
some cases to good effect for this same purpose. The American 
Bankers Association has prepared a series of newspaper ad- 
vertisements that present in attractive form the services that 
banks are able to render agriculture. A more widespread use 
of this publicity material undoubtedly would be of great 
assistance in this process of educating farmers in such ad- 
vantages as the bank has for them. 

3. For a bank to succeed in getting farm loans, it must be 
prepared to adapt its loans to fit the needs of local agri- 
culture. Such “tailoring” involves, first of all, the amount of 
the loan. A farmer must be assured of sufficient credit to 
enable him to carry his operations to the most profitable 
point. As one bank officer explained: “We bankers have al- 
ways made the mistake of lending the farmer too little to do 
him the most good. Such driblets are dissipated without ever 
building up the farmer’s business to the point where it is 
profitable.” 

On the other hand, a farmer should not be encouraged to 
borrow more money than he actually needs, thus saddling 
himself with a burden of interest charges that may eat up 
his profits. The establishment of a line of credit seems to 
be the best solution. Under this arrangement the bank can 
assure the borrower of sufficient credit to carry out his oper- 
ations, and the borrower can draw against the commitment 

from time to time as he actually needs 
funds and thus will pay interest only for 
the time he actually uses the money. 
The fitting of farm loans to actual needs 
also involves the timing of the loans. The 
bank should make its commitment to the 
farmer early enough in the season to en- 
able him to plan his operations wisely and 
with a feeling of security. Moreover, since 
different types of agriculture have different 
production cycles, the maturity of the 
loans should be made to coincide as far 


| 
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as possible with the borrower’s production cycle. When such 
timing is not advisable, the borrower must be assured of re- 
newals of his note with the minimum of difficulty until his 
production cycle is covered. Under normal economic con- 
ditions, to press for repayment on a note of too short ma- 
turity may force the sale of the farmer’s crop or livestock at 
an unprofitable time. Given a little more time, the farmer 
might be able to market his product under more advantageous 
circumstances, thus increasing his profit and in the long 
run making him a sounder risk for the bank. 

4. To succeed in obtaining farm loans, the bank must be 
a continuous and dependable source of credit. Farming is a 
lifetime occupation that presents a need for credit year after 
“year. The vagaries of the weather and fluctuations in business 
conditions seriously affect the farmer’s ability to repay the 
whole, or perhaps even a large part of a loan, in some years, 
and these uncertainties must be provided for in loan arrange- 
ments. 

If a farmer encounters a bad year because of conditions 
beyond his control and is unable to pay off his loan, the 
bank must be prepared to finance the succeeding crop if it 
expects to hold the farmer’s business. The farmer’s ability 
to finance the making of a crop in one year should not be 
jeopardized by the fact that he suffered from unfavorable 
conditions in the preceding year. 

To carry a farmer over the bad years naturally entails 
some hardship to the bank. The banks that have been most 
successful in dealing with farmers are those that have showed 
themselves dependable sources of credit. The responsibility 
for offering a dependable source of credit must be recognized 
even though, as one bank president put it, “we have to sweat 
blood to do it.” 

5. To be successful in obtaining farm loans, a bank should 
display a willingness to carry the smal] farmer as well as the 
large farmer, and the small loan as well as the large loan. 
The overhead expense in making a loan varies inversely with 
its size, and, therefore, there is a strong temptation for a 
bank to keep the number of its farm loans small and to keep 
the average size of such loans as large as possible. Banks 
that have followed this practice in the past, however, report 
that their losses on farm loans were greater then than they 
are now when they are seeking a large volume of loans with 
a smaller average size. 

The factor of safety in a large volume of small loans is 
said by one bank president to offset to a considerable degree 
the added overhead expense of servicing the smaller loans. 
A willingness to take small as well as large loans is also a 
good-will factor of no mean proportions for it serves to 
enhance the bank’s reputation for helpfulness among the 
farmers of the community. 

6. To be successful with farm loans, the bank must make 
a serious effort to serve farmers and farming interests. An 
officer or some representative of the bank should make it a 
practice to be present at meetings of neighborhood farmers. 
He should take part in the discussion of farm probl 
and in general display an intelligent interest in the welf 
of the farming community. 

The bank should give personal attention to the problems of 
the individual farmer. In case of default the banker should 
work out with the farmer some rational repayment program, 
and, by supervision and advice, guide him in the fulfilling 


of the loan program. Even when a loan must be refused for 
one reason or another, the banker should explain to the 
would-be borrower exactly why the loan must be refused, 
advise him as to how the impediment may be removed, and 
assure him that the loan will be forthcoming as soon as 
his position justifies it. 

Encouraging farmers to use, and helping them to under- 


stand, financial statements is of great assistance to the farmer __ 


as well as to the bank. The use of financial statements helps 
the farmer to analyze his operations, and thus to plan more 
intelligently and to increase the safety of the loan to the 
bank. The bank, on the basis of financial statements, may 
more readily determine from year to year the amount of 
credit that a potential borrower may safely be granted. 

At some banks it has been found desirable for the loan 
officer to make himself accessible to farmers at times out- 
side of regular banking hours. It is not always possible for 
a farmer to come to town and transact his business with the 
bank during the hours when the bank is open. 

The building up of a farm loan volume takes time and an 
intimate knowledge of local agricultural problems. The bank 
that has some one sufficiently qualified and sufficiently inter- 
ested in developing farm loan business is in a particularly ad- 
vantageous situation. In the case of one bank in the Sixth 
District, it is a member of the board who is sufficiently inter- 
ested to devote the greater part of his time to visiting farm- 
ers, advising with them, and showing them how the bank 
may serve them. 

7. The bank that makes a success of its farm loan business 
usually has a keen appreciation of the fundamental relation 
that exists between a bank and its surrounding community. 
There is a realization that the bank is not an end in itself 
but a means to other ends; that it exists primarily to serve 
its community; and that the bank prospers most when the 
community prospers. The successful banker in a rural com- 
munity, therefore, is usually thinking as much in terms of 
the farmer’s welfare as he is in terms of the bank’s welfare; 


in the end, the welfare of each is served, for they are inter- — 


dependent. 

One bank officer expressed this attitude by saying, “The 
farmers around here are poor. They need many things. I 
would like to go and show them how their situation might be 
improved, and show them how the bank can help them do it. 
Unfortunately, I haven’t the time to do this just now, but as 
soon as I have, I’m going to do it.” When the banker actually 
knows agricultural problems, such an attitude spells success 
both for the bank and for the farming community. 

These, then, are some of the practices observed by Sixth 
District banks that have been particularly successful in lend- 
ing to farmers. Not every successful bank, of course, does 
all of these things, but each of them does a great many of 
them. Moreover, the banks that have really worked at their 
farm loan business seem pleased with the results. “We con- 
sider farm loans,” said one bank president, “the best and 
safest kind of loans we make.” The fact that the results of 
injudicious lending at some time in the past may have put 
farm loans in disfavor with some banks should not now be 
allowed to deter banks from accepting their present oppor- 
tunity and obligation to serve the needs of the farmer for 
short-term credit. 
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The District Business Situation 


HE year 1943 brought new high levels of industrial ac- 

tivity, trade, and farm income to the Sixth Federal Re- 
serve District. In assisting in the financing of this record 
volume of business, the note circulation of the Federal Re- 
serve Bank of Atlanta increased by 72 per cent. In millions 
of dollars, this Bank’s circulation on December 22 was 939 
compared with 547 a year ago, 279 two years ago, and 196 
three years ago. 

Retail distribution of merchandise, reflected in sales figures 
of 80 department stores located throughout the District that 
report regularly to this Bank, has been at a level higher than 
ever before, notwithstanding shortages in supplies of some 
items and the complete absence from inventories of some of 
the more durable commodities. A small part of the increase 
in sales may be attributed to higher prices, but most of it 
reflects an increase in physical volume. 

In November, department store sales increased 8 per cent 
over October and were 33 per cent greater than in November 
1942. The November index establishes a new high record for 
that month and is, in fact, higher than it has ever been in any 
month of the 24 years included in the series with the single 
exception of December 1942. During each month of 1943 the 
index has been higher than it had been before in the corres- 
ponding month of any year. The year’s sales through Novem- 
ber were 30 per cent greater than in the same period last 
year. Among District cities, Jacksonville leads with a gain of 
41 per cent, Tampa follows closely with an increase of 40 per 
cent, and other cities report these gains over 1942: Macon, 37 
per cent; Nashville, 36 per cent; Atlanta, 35 per cent; Baton 
Rouge, 34 per cent; Knoxville, 32 per cent; Montgomery, 29 
per cent; Miami, 27 per cent; New Orleans and Jackson, 25 
per cent; Chattanooga, 24 per cent; and Birmingham, 19 
per cent, 

Department stores added to their inventories substantially 
in 1941 and most of 1942. Stocks declined during the first 
half of 1943 and were considerably smaller in dollar value 
than in the corresponding part of 1942, but since July they 
have been slightly larger than in the latter months of 1942. 

Weekly sales reports from a smaller number of stores in- 


dicate that in early December, sales were about 22 per cent 


above last year. It appears that December sales will prove 
to have been only about 30 per cent above November’s, con- 
firming the belief that this year a substantial part of the 
holiday buying that usually falls in December was moved up 
to October and November. 

Wholesale distribution has in recent months been somewhat 
above last year’s levels. Wholesalers’ inventories are smaller 
than they were a year ago. : 

District farmers as a group have received larger cash in- 
comes this year than ever before. This is partly due to higher 
prices, and in part to greatly increased production of 
peanuts, soybeans, and some other crops. Estimates by the 
United States Department of Agriculture indicate that in the 
first nine months of this year cash farm income in the six 
states that lie wholly or partly in this District amounted to 
977.7 million dollars. This is a gain of 33 per cent over in- 
come received in the corresponding part of 1942, and it is 
larger than the twelve-month totals for fourteen of the past 


HOW SIXTH DISTRICT CITIES COMPARE IN DE 
PERCENTAGE GAIN FOR THE ELEVEN MONTHS ENDING NOVEMBER 30,1043 OVER THE CORRESPONDING 
PERIOD A YEAR AGO 


nineteen years. The Florida increase of 49 per cent over last 
year leads the District. The gain in income from crop market- 
ings was largest in Florida, where the increase was 5] per 
cent, while Georgia had the largest increase in income from — 
livestock and livestock products, 54 per cent, followed closely 
by Alabama with an increase of 53 per cent. 

Cotton production in Alabama, Georgia, Louisiana, 
Mississippi, and Tennessee, according to the last monthly 
crop report for this season by the Department of Agriculture, 
amounted to 4.9 million bales, a decrease of 2 per cent from 
last year. In the country as a whole the cotton crop was 
smaller by a little more than 10 per cent. Increased produc- 
tion was reported in Alabama and Louisiana, but in Georgia, 
Mississippi, and Tennessee the crop was somewhat smaller 

in 1] 

The corn crop in the District States seems to have been 
about 4 per cent smaller than that produced last year, but | 
peanuts increased 43 per cent over the large 1942 crop, po- 
tatoes 21 per cent, sweet potatoes 32 per cent, and tobacco 10 
per cent, Alabama, Florida, and Georgia produced more corn 
this year than last, but output declined slightly in Louisiana 


and Mississippi and 15 per cent in Tennessee. Georgia and 


Florida increased peanut production more than 50 per cent; 
Alabama, 31 per cent; while Louisiana and Mississippi had 
smaller gains. The Florida potato crop is slightly smaller 
than in 1942 but increases are reported for the other five 
states, and more sweet potatoes and tobacco have been raised 
in all producing states in the District. 

The 1943 bloom is expected to produce a slightly larger 
crop of oranges in Florida this season than last—38.5 million 
boxes against 37.2 million last season, The current estimate 
for grapefruit is 24.5 million boxes as compared with 27.3 
million last season. 

Cotton mill activity in this District has been on a some- - 
what lower level this past year than in 1942. Beginning in 
May the daily rate of consumption of cotton by the mills in 
Alabamg, Georgia, and Tennessee has been less than it was in 
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Sixth District Statistics 


RESERVES AND RELATED ITEMS OF 
SELECTED SIXTH DISTRICT MEMBER BANKS 


(In Thousands of Dollars) 


For reserve city banks figures are averages of seven-day period ending 
December 3, 1943; for country banks they are averages of fifteen-day 
period ending November 30, 1943. 


Balances Per Cent 

No. of | Deposits | Due From | War Loan/| Actual | Actual to 

Group*| Banks | of Banks | Other Banks| Deposits |Reserves| Required 
A 5 0 533 8 244 226 
B 18 57 3,663 867 1,752 © 165 
Cc 38 101 12,057 3,347 §,204 135 
D 65 2,298 31,874 11,751 | 16,624 143 
E 62 7,986 58,915 27,158 | 32,65) 125 
F 31 31,290 48,840 40,851 | 39,092 120 
G 41 623,309 278,730 333,761 | 388,900 112 
Total 260 665,041 434,612 417,743 | 484,467 115 


*Group A: 1942 average deposits up to $250,000; Group B: $250,000 to 
$500,000; Group C: $500,000 to $1,000,000; Group D: $1,000,000 to 
$2,000,000; Group E: §2,000,000 to $5,000,000; Group F: $5,000,000 to 
$10,000,000; Group G: over $10,000,000. 


DEBITS TO INDIVIDUAL BANK ACCOUNTS 


(In Thousands of Dollars) 
Per Cent Change 
Nov. Nov. 
Area 1943 1943 
Oct. 1943/Nov. 1942 
Anniston........... 14,789 1 — 2 + 10 
Birmingham....... | 166,536 178,423 149,310} — 7 + 12 
we 8,694 —13 + 28 
Gadsden.........., 0,500 66! 10,547} — 2 — 0 
Mobile............ 113,978 113,135 02,964; + 1 +11 
Montgomery....... 701 40,493 38,180} + 5 + 12 
FLORIDA 
acksonville......< 686 151,279 + 10 + 30 
101,413 65,121} + 5 + S6 
Orlando........... 767 23,175 15, — 6 + 42 
Pensacola.......... 22,003 21,646): 18,295; + 2 + 20 
St. Petersburg..... 20,648 18,284 13,570 | + 13 + 52 
Pare 74,425 73,072 55,958} + 2 + 33 
ny 11,092 10,159 19 
Albany............ 9,360 
itlanta............ 442,369 468, 368,511 20 
Augusta........... 30.278 38, 31,431] —21 | — 4 
jrunswick......... 16,719 16,697 8,882} + 0 + 88 
Columbus......... 753 35,1 — 7 
Elberton........... 1,867 2 1,953} —17 — 4 
Macon............. 41,571 $5,383} — 3 +14 
yoy 38, 38,761 37,177 1 3 
ion Rouge....... 38, + 
Lake Charles...... 21,447 20,579 14,888 4 44 
New Orleans...... | 402,776 406,731 341,960 . 1 ¢ 18 
MISSISSIPPI 
Hattiesburg........ 11,329 12,606 10,844; — 10 + 4 
48,738 50,472 66,449; — 3 — 27 
eridian.......... 15,344 16, 14,815} — 7 + 4 
UIQ... 20,865 26,813 16,458 | — 22 + 27 
oes 86,845 84,470 74,967 3 16 
attanooga....... 
Knoxville.......... 80,862 80,055 43,368 ¢ 1 tf 86 
Nashville.......... 176,897 168,093 144,372] + 5 + 2 
SIXTH DISTRICT 
32 Cities........... 2,339,653 | 2,358,722 | 1,943,728; — 1 + 20 
UNITED STATES 
334 Cities.......... 65,025,000 | 66,270,000 | 53,773,000} — 2 + 21 


the first four months of the year and for the eleven months, 
January through November, the decline from last year has 
been nearly 6 per cent. The 1942 total of 3.9 million 
bales used by the mills in these three states was a record. It 
was nearly 10 per cent larger than the total for 1941 and 
about double the total for 1938. The decline this year is 
attributed in some quarters to a continuing loss of labor and 
to difficulties in some cases of operating profitably on an 
overtime basis under existing price ceilings. 

Construction activity has declined substantially in 1943 
from the record level of last year. The dollar value of con- 
tracts awarded in the first eleven months of this year is down 
36 per cent in comparison with that part of 1942 and, except- 
ing one very large contract let in Tennessee in August, the 
total shows a decrease of 58 per cent. In 1942, total awards in 
this District amounted to more than a billion dollars, with 
residential contracts accounting for about 215 million dollars 
and industrial and other awards amounting to 846 million 
dollars. So long as wartime restrictions on private construc- 
tion are in effect, further declines may be expected as in- 
dustrial plants and emergency housing projects are com- 
pleted. The eventual lifting of the restrictions will un- 
doubtedly bring a great amount of private building that is 
being held back until the end of the war. 

Electric power production in the six states of this District 
has been increasing constantly for many years. In 1920 there 
were produced in these states for public use a little more 
than 2 billion kilowatt hours of current. Since that time there 
have been only three years that failed to record increases 
over the year before, and for 1942 the total was about 17.7 
billions. This year production through October has been 18 
per cent greater than in the same part of last year and 
almost equals the total for the entire year 1942. 

Steel mill activity in the Birmingham-Gadsden area, as 
reported weekly by the Jron Age, was at or above rated 
capacity during most of 1943. In the latter half of October 
and early November it was lower because of the coal strike, 
but by the middle of November capacity operations were 
again reported. 

Demand deposits (adjusted) at the District’s weekly report- 
ing member banks have been increasing each week since early 
October. They dropped from 1,085 million dollars on 


August 18 to 897 million dollars on October 6, but had risen _ 


by December 22 to 984 million dollars, This compares with 
927 million dollars on June 30, and is 27 per cent above the 
corresponding date a year ago. Time deposits increased at a 
less rapid rate, from 225 million dollars at midyear to 247 
million dollars on December 22, 24 per cent above last De- 


cember, Government balances at these banks were drawn. 


down to 108 million dollars early in September, but by the 
middle of October they had increased to 355 million dollars 
as a result of the Third War Loan Drive. By December 22, 
they had declined to 189 million dollars, but were still almost 
twice as large as at the same time last year. 

Total loans and investments at these same banks reached 
a new peak on October 20 of 1,612 million dollars, since 
which time the total has declined somewhat. During the Third 
War Loan Drive last autumn, loans for the purpose of pur- 
chasing or carrying securities increased substantially, and 
these loans have since declined by considerably more than 
half. On the other hand, loans for commercial, industrial, 
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and agricultural purposes have increased from 171 million 
dollars at the midyear to 219 million dollars on December 
22 when they were only slightly larger than on the same 
Wednesday last year. 

Government securities in the portfolios of these banks 
have totaled around a billion dollars most of the time since 
June, and on December 22 were 998 million dollars, larger 
by 59 per cent than a year earlier. 

The almost constant rise in the volume of deposits in re- 
cent years has, of course, been accompanied by a corres- 
ponding rise in the amount of reserves that the banks are re- 
quired by law to keep with the Federal Reserve Bank. Since 
November 1, 1941, member banks in reserve cities (in this 
District Atlanta, New Orleans, Birmingham, Jacksonville, 
Nashville, and Savannah) are required to maintain with the 
Federal Reserve Bank a reserve amounting to 20 per cent of 
their net demand deposits and 6 per cent of their time de- 
posits, Member banks in other places, classified as country 


banks, are required to maintain a reserve of 14 per cent of | 


their net demand deposits and 6 per cent of their time 
deposits. 

In January 1941, total required reserves of all member 
banks in this District amounted to approximately 175 million 
dollars. A year later required reserves had risen to 253 mil- 
lion dollars—an increase of approximately one-half. In Jan- 
uary this year, required reserves averaged 390 million dollars 
and by November had risen to 432 million dollars. 

Actually, member banks in this District have maintained 
reserves consistently larger than those required by law. In 
September 1941, this excess of actual reserves over required 
reserves exceeded 100 million dollars, Again, from December 
1942 through May 1943, excess reserves exceeded the 100 
million dollar level. In January 1943 they amounted to 117 
million dollars, the largest ever recorded, and in April to 
115 million dollars, In recent months, while reserve require- 
ments have continued to rise, actual reserves have been some- 
what smaller than in the early months of the year, and the 
excess averaged 68 million dollars in November. 

Circulation of notes issued by the Federal Reserve Bank of 
Atlanta continues to expand. In 1941, circulation increased 
83 million dollars; in 1942, it rose 268 million dollars; and 
in the January-November period of this year, it increased 
further by about 367 million dollars. On December 22 it 
was 72 per cent larger than a year earlier and nearly three 
and one-half times what it was two years ago, at the time 
the United States entered the war. 

In November, debits to individual bank accounts in the 
Sixth Federal Reserve District were at about the same level 
as in October. Debits were, however, 20 per cent higher than 
in November of 1942. This rate of increase compares well 
with an increase of 21 per cent in the United States as a 
whole. Brunswick, Georgia, a shipbuilding center, showed the 
largest increase in debits to individual bank accounts from 
November 1942 to November 1943, 88 per cent. Knoxville, 
Tennessee, another war industry center, ran a close second 
with an increase of 86 per cent. The only important de- 
cline registered in the Sixth District was that of Jackson, 
Mississippi, where debits in November were 27 per cent less 
than a year earlier. 

Ordinarily, the winter months bring a production of about 
5 per cent of the total naval stores crop. The season was 


ended early this year, however, when in December virtually 
the entire naval stores belt was blanketed with freezing 
weather, The temperature in Georgia, the chief naval stores 
producing state, fell to 18 degrees and a good part of the 
turpentine area was blanketed with snow. For all practical 
purposes the current naval stores crop is now finished and 
marketings in January and February will be even less than 
anticipated. 

In December, substantial advances in ceiling prices on 
rosin size for paper making were announced. The earlier 
ceilings were established before the recent advances in the 
price of rosin and, as a result, the production of paper size 
had become unprofitable. The advances in ceiling prices on 
rosin size will enable manufacturers to buy rosin more 
liberally in preparation for the coming year’s production 
of paper. 

It is estimated that about 50 per cent of the total pro- 
duction of southern yellow pine and the hardwoods specified 
in the allocation orders will be affected. Chief war uses of 
southern yellow pine, as reported by the Southern Lumber- 
man, are war construction, boxes, and crates. The hard- 
woods included in allocation order M-364—oak, hickory, 
yellow birch, hard maple, rock elm, and beech—are used for 
“ammunition and ordnance boxes; dunnage lumber for 
shipping materials overseas; army truck bodies and naval 
landing craft.” 

For some time the demand for tidewater red cypress has 
been in excess of the available supplies. This wood is of 
great usefulness in maritime construction because of its water 
resistant properties. At the present time, inch-board cypress 
is the most urgently needed and inch-boards currently being 
made are going to the Navy and Marine Corps. In large part, 
the continuing shortage of cypress is due to the inability to 
procure additional labor in the woods. At Jacksonville, 
cypress stocks are probably lower than at any time in the 
present century with mill inventories virtually exhausted. In 
the New Orleans area there is a great demand from shipyards 
for the heavier thicknesses of cypress and backlogs are ex- 
tremely large. 


Reconnaissance 
Sixth District Statistics for November 1943 compared with November 1942 
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Sixth District Statistics 
DEPARTMENT STORE SALES 
SIXTH FEDERAL RESERVE DISTRICT 
Percentage of Total District Sales: 
City and State In Base Period In 1943 
1935 - 1939 (estimated) 
5.6 47 
Remainder of state................-0000 8.0 9.7 
Louisiana 
Baton 2.4 2.5 
New 13.7 12.4 
Remainder of state!...............-.+0054 3.5 3.7 
Remainder of 4.8 4.0 
1Inclu only that part of the state that lies in the Sixth Federal 
Reserve District. 
INSTALMENT CASH LOANS 
Per Cent Change 
Number | October 1943to November 1943 
Lender Reporting 
Volume Outstandings 
Federal Credit Unions............ 46 
State Credit Unions.............. iS — 4 
Industrial Banking Companies... . 43 + 3 + 2 
ersonal Finance Companies..... 55 + 7 +, 7 
mmercial Banks............... — 1 
RETAIL FURNITURE STORE OPERATIONS 
Item * of Nov. 1943 from 
Stores | October 1943 |November 1: 
Cash Sales..... 89 + 7 +2 
Instalment and Other Credit Sales. . 89 + 3 + 5 
‘Accounts Receivable, end of month 100 — 2 —W 
Collections during month.......... 100 — 1 — 16 
Inventories, end of month.......... 73 — 1 — 2 


SALES OF UNITED STATES SAVINGS BONDS 


November 24-December 23, 1943 (In Thousands of Dollars) 


Area Series E _|Series F and Total 
35,199 7,142 42,01 
ih 8,571 2,042 10,613 

6,323 867 7,190 
Mississippi*.................. 2,728 451 3,179 
3,419 1,024 4,443 


*These figures apply only to that part of the state lying within the Sixth 
Federal Reserve District. Tennessee figures do not include Post Office sales. 


Revision of the Sixth District 
Department Store Sales Index 


At a part of a general revision of the department store sales 


indexes prepared by the Federal Reserve System, the . 


Sixth District index of department store sales has been 
broadly revised. The new index will be used along with com- 
parable indexes for the other Federal Reserve Districts. 


cities have been revised and current figures for these cities 
will be published regularly. Thus, indicators of department 
store sales for parts of the District, as well as for the District 
as a whole, will continue to be available currently. 


| In addition to the District index, separate indexes for 13 


The revised index of department store sales in the Sixth : 


Federal Reserve District is currently based on data for 80 
stores scattered throughout the District. The sample includes 
independent department stores, chain department stores, and 


retail outlets of the large mail-order companies. Catalog sales 


V by large mail-order houses are not included. In 1939, the 


<x 


stores in the sample accounted for about 67 per cent of total 
department store sales in the District as measured by the 
Census report for that year; moreover, from 1929 to 1939 


the index showed the same movement that Census data did fa 


between these two years. Bench-mark data subsequent to 1939 
are not available, but it is believed that the sample has con- 
tinued to be representative of department store sales in this 
region. 
The revised Sixth District index, like the previous one, is 


computed by combining the 13 separate city indexes and the — 


“other state” indexes for each of the six states in the District 
into a total District figure. Combination of these indexes is 
done on the basis of the relationships indicated by 1939 
Census data on department store sales. The weights assigned 
to the various series making up the District index are shown 


in the accompanying table and the method of computing them - 
is discussed below. These weights indicate the relative im- © 


portance of sales as between the various series in the base 


. period (1935-1939 inclusive). It should be noted, however, — 
that since that time sales have increased faster in some cities _ 
than in others; consequently, the relative importance of | 


various cities has changed considerably. This is indicated in 
column 2 of the table, which shows corresponding figures 
for the year 1943. 

Indexes for the 13 cities and the 6 “other state” groupings 
were computed in the following manner: 

1. Total monthly sales of reporting stores in each area were 
obtained by summing the figures for all stores included. 
These monthly totals were then divided by the number of 


trading days in the month to obtain daily average sales. Sun- ~ 
days, New Year’s Day, Independence Day, Labor Day, — 


Thanksgiving, and Christmas were considered as nontrading 
days. An investigation showed that, in general, Saturday had 
no special importance as a trading day; consequently, no 
special allowance was made in the computation of the number 


of trading days in months having five Saturdays, although : 


this is necessary in many parts of the country where an un- 
usually large proportion of the week’s sales are made on 
Saturday. 

2. The daily average sales were converted to index numbers 
by dividing each by the daily average sales during the base 
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period, 1935-39. Where necessary, this base was adjusted for Sixth District Indexes 
changes in the number of reporting stores as follows: DEPARTMENT STORE SALES? 
When a department store previously in business began re- Unadiusted i Adjustea"** 
porting its sales to the Atlanta Bank, the base was increased con) oak | mon en Lo 
by which the sales the new reporting 1943 | 1943 | 1942 1943 1943 | 1942 
in the first reporting year were to the total sales of the ol DISTRICT....... 257 233 208 220 222 178 
sample in that in the future, sales data for a new re- 350 307 ist 
porting store of this type will be included in the indexes at = 
once if annual sales figures can be obtained for the previous So OE a HY 213 220 181 
year. If not, the store will be included in the sample as soon Knoxville.....| 257 226 179 239 218 166 
as it is believed that sufficient data are available to make a 74 
When a reporting store discontinued reporting but re- New Orleans..| 237 | 223 | 192 | 204 | 216 165 
mained in business, the base was decreased by the percentage 
which the sales of that store bore to the total sales of the DEPARTMENT STORE STOCKS 
sample in the last year for which its reports were obtained. Adjusted" Unadjusted 
When a new reporting store was not previously in business Nov. | Oct | Wov. | Nov. | Oct 
if — in the area such 1943 _1943 | 1942 | 1943 | 1943 | 1942 
make it likely that sales of the new store were either new de- ICT.......} 162 a 186 202 182 
partment sales or resulted in a decline in the sales of tas 146 in 
the other reporting stores in the area, sales of this store were | 
included in the current reporting sample and no adjustments New Orleans. -/ _109 129 154 140 145 174 
were made in the base. If the coverage of the sample was MANUFACTURING EMPLO a 
such as to make this procedure improper, i.e., if the coverage ae 
was quite incomplete, an adjustment in the base was made in 1943 yo) a 
accordance with the best estimate of the statistician. ines 161 159 149 
3. Seasonal adjustment factors for the 13 city indexes and 
for the District index were computed in accordance with the 137 
procedure used generally throughout the Federal Reserve Mississippi..............-.0.e.0 150 146 igs 
System. This procedure was described in the Federal Reserve Tennessee...............-0 eee ee 143 141 138 
Bulletin for June 1940. An additional special adjustment was UMPTI ~ 
necessary for the months of March and April in order to take 
account of Easter. The unadjusted 1943 | 1943 | 1942 | 1943 | 1943 | 1942 
indexes were then divide e appropriate seasonal adjust- | TOTAL.......... 168 164 190 143 108 167 
ment factors in order to obtain seasonally adjusted indexes. 168 163 
As mentioned above, the District index was obtained by 
combining the separate city and “other state” indexes on the CONSTRUCTION GASOLINE TAX 
basis of weights reflecting the relative 5 aaa of sales CONTRACTS COLLECTIONS*** 
in various parts of the District in the base period. These Nov. | Oct. | Nov. | Nov. | Oct. | Nov. 
weights were derived in the following manner: = = = 
A special tabulation of department store sales data as re- Residential....| 95 105r | 388 eae Pp " 
orted in the 1939 Census of Business was prepared for the ida idi 
ederal Reserve System by the Census Bureau. This tabu- | 
lation showed sales by Federal Reserve Districts and by Louisiana...... 36 53 350 101 nl 
major cities within each District, excluding sales by mail- | 
order houses but including sales taxes so that the data would 
be comparable with those collected weekly and monthly by COST OF LIVING ELECTRIC POWER PRODUCTION* 
the Federal Reserve System. Before these data could be used | Sept. Oct. 
as the basis for determining the relative importance of the | 128 | 128 | 121 || SIXSTATES | 26 = 
19 component series, so that in combining them into a Dis- Food......| 144 | 145 | 133 || Hydro- - 
trict total each could be accorded its proper representation eee. int ip ine ee 
in the index, one adjustment was necessary. Since the indexes ag generated.| 318 | 306 | 238 
are on a 1935-39 base, the data to be used as weights to andice.| 108 | 108 | 105 || ANNUAL RATE OF TURNOVER OF 
combine them had to be converted to average annual sales Homhings| 123 | 123 | 121 ere 
the This done by dividing the 1939 | ico | oo | 
nsus figure for each area the corresponding 1939 Unadjusted. | 18. 
annual index number, The figures were used | “IN COASTAL LOUISIANA AND Adjusted. 186 | 201 
to compute the percentage distribution of Sixth District sales eee. — — wr Bent Ton 
in the base period, and these percentages were used as 
weights throughout the period covered by the index and will 192 | 195r | 176 || monthly average 100; other 
be used in carrying the index forward. ‘| 189 | 195 | 17 || Revised. 
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The National Business Situation 


NDUSTRIAL activity was maintained at a high level in No- 

vember and the early part of December. Value of retail 
sales during the Christmas buying season has been larger 
than last year’s record sales. 

Industrial production in November was at 247 per cent of 
the 1935-1939 average, the same as in October and 2 points 
higher than in September according to the Board’s seasonally 
adjusted index. Further increases in munitions production in 
November were offset in the total index by smaller output of 
coal and steel. ; 

The reduction in steel output from the high October rate 
was small and reflected partly a decline in war orders for 
some types of steel products. Activity in the machinery and 
transportation equipment industries continued to rise in No- 
vember. The Board’s machinery index, which had been stable 
from April to August, advanced 5 per cent in the past 3 
months as a result of increases in output of electrical equip- 
ment and other machinery, which includes aircraft engines. 

Total output of nondurable goods in November continued 
at the level of recent months. Activity in woolen mills showed 
little change as increased production of civilian fabrics, re- 
sulting from the lifting of restrictions on the use of wool, 
offset reduced output of military fabrics. Production of 
manufactured food products continued at a high level. 
Federally inspected meat production in November was one- 

fourth larger than a year ago. Newsprint consumption in 
November declined to a level 15 per cent below the same 
month last year. Output in the rubber products and 
petroleum refining industries continued to increase. 

Coal production increased sharply in the latter part of 
November but for the month as a whole bituminous coal out- 
put was down 9 per cent from October and anthracite 19 
per cent. In the early part of December output of bituminous 
coal was at the highest rate in many years. 

Notwithstanding a reduced selection of merchandise, de- 
partment store sales in November were about 10 per cent 

than the large volume of sales in November 1942, 
and in the first three weeks of December sales were about the 
same as a year ago. Value of department store stocks at the 


(This page was written by the staff of the Board of Governors of the Federal Reserve System) 


end of October was reported to be 9 per cent smaller than | 
a year ago and it is estimated that, contrary to the usual 
seasonal movement, stocks declined in November. 

Freight carloadings were maintained in large volume in 
November and in the first half of December. Loadings of 
coal during the four weeks ending December 11 were at the | 
highest rate in many years, following a sharp drop in the 
first half of November. Shipments of grain and livestock 
were in unusually large volume for this time of year. 

Grain prices continued to advance from mid-November to 
mid-December and reached levels more than one-fourth 
higher than a year ago. Wholesale prices of other farm and 
food products showed little change, while prices of various 
industrial commodities, including coal, were increased some- 
what. 

The cost of living, which had increased .4 per cent in Oc- ” 
tober, declined .2 per cent in November, according to the | 
Bureau of Labor Statistics index. 

Excess reserves at all member banks fluctuated around one | 
billion dollars in November and December, maintaining an | 
average level slightly below that which prevailed during the 
previous month. During the five weeks ending December 22, } 
reserve funds were absorbed by a preholiday rise in money 4 
in circulation of about 800 million dollars, and required re- | 
serves continued to increase as Treasury expenditures trans- | 
ferred funds from Government accounts to private deposits. 
Needed reserves were supplied to member banks through an 7 
increase of 1.7 billion dollars in Government security hold- 
ings at the Reserve Banks, Additions to Treasury bill hold- 
ings accounted for the largest part of the increases, but 
certificate holdings also rose substantially. 

During November and the first half of December, loans | 
and investments at reporting member banks in 10] leading } 
cities declined by around 2.5 billion dollars, after increas- 
ing by 6.25 billion in September and October. Holdings of 7 
all types of Government securities decreased. Bill holdings, 3 
mainly because of sales to the Reserve Banks, showed the® 
largest decline. Loans for purchasing or carrying securities 
continued to decline over the period. — 


" MEMBER BANK RESERVES AND RELATED ITEMS, 


INCOME PAYMENTS TO INDIVIDUALS 


guaranteed os. Wednesday figures, latest are 


MEMBER BANKS IN LEADING CITIES | 

Wednesday figures, latest shown are for (adjusted) exclude U. 8. Gov. Based on Depart 
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